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Insurance and the State. By W. F. GEPHART. New York, 
The Macmillan Company, 1913. — xiii, 228 pp. 

In recent discussions of insurance problems there has been much 
said pro and con concerning the assumption by the state of insurance 
risks against fire, life and the numerous industrial hazards such as sick- 
ness, accident, old age and unemployment. Washington and Ohio 
first inaugurated schemes of state insurance against industrial accidents ; 
Wisconsin established a state fund for the assumption of life-insurance 
risks ; and the first evidence of state interference in the fire-insurance 
business came through the establishment by several western states of 
fire-rating bureaus. 

Professor Gephart's book is therefore timely. It is avowedly an at- 
tempt to state the arguments for and the difficulties in the way of, and 
the objections to, state monopoly of insurance against fire, life and in- 
dustrial hazards. It is written from the standpoint of the student who 
views insurance in its broader aspect of public use and is therefore 
open to the suspicion, on the part of many persons engaged in the in- 
surance business, of presenting a strong bias in favor of state monopoly 
of insurance. But a careful reading of the book fails to show that the 
author has done more than record the arguments that are going the 
rounds of current discussion. Any value the book possesses will be 
due, he says, to " the questions which it raises and not to those which 
it answers." Color is given to the belief that the author is a defender 
of state insurance by chapter two in which are discussed present-day 
examples of state insurance in practice, notably the Italian monopoly 
of life insurance, the Wisconsin life fund, the Massachusetts savings- 
bank insurance and the Ohio industrial accident insurance plan. 

Three reasons are advanced why the state might wish to monopolize 
each of the different branches of insurance : ( 1 ) for revenue purposes ; 
(2) to extend the social benefits involved ; or (3) more completely to 
regulate the business. The arguments seem overwhelmingly against 
assumption by the state of any kind of insurance for revenue purposes. 
The social benefit of life insurance can be extended by reducing its 
cost or educating the public to its uses. Cost reduction can not come 
through savings in interest or mortality elements in premiums ; if at all 
it must come from savings in securing and operating the business. But 
it is doubtful if life-insurance benefits can be extended without an 
agency force ; and although commissions may be too high on some 
kinds of policies, yet in the aggregate this is not so, since the demand 
for good agents far exceeds the supply. So runs the argument against 
state monopoly. 
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In connection with the discussion of fire insurance Professor Gep- 
hart quotes approvingly the words of Mr. Hotchkiss, ex-superintendent 
of insurance in New York, in a recent address : 

What is needed by our people is not submergence of this great institution 
in sovereignty, but the proper coordination of insurance and government. 
... If it [the state] does not [regulate or limit expenses] the present 
drift toward state insurance seems likely to continue. For, whatever be 
the field, the people will not long pay for the insurance of the future more 
than such service is rightly worth. 

The arguments in favor of state monopoly of social insurance are 
much stronger than in case of fire or life risks. The development of 
the social benefits of industrial insurance is all-important. It is desir- 
able to organize such insurance by industrial units and the main diffi- 
culty lies in reconciling these units with state lines, since the individual 
states control insurance within their borders. 

Bruce D. Mudgett. 
University of Pennsylvania. 

The Export of Capital. By C. K. HOBSON. New York, The 
Macmillan Company, 1914. — xxv, 264 pp. 

The rapidly growing importance of foreign investment has given rise 
to this valuable book , which supplies our previous lack of any system- 
atic treatise on the subject. Mr. Hobson first discusses analytically 
the methods, causes and effects of foreign investment ; next he sketches 
briefly the history of capital export ; and finally he examines statistic- 
ally the relation of such export to the balance of trade, the growth of 
domestic industry and immigration. Studying the matter from the 
English standpoint, the author's primary concern is with the economic 
effects of foreign investment on the lending country. His introduction, 
however, contains some interesting remarks on the ethics and politics 
of the process, and he takes a sound stand in opposition to the collec- 
tion of foreign debts by force. 

Mr. Hobson shows by economic analysis how foreign investment 
increases the exports or decreases the imports of the lender, according 
to conditions, and shows that it may lead to increased production of 
instrumental as opposed to consumption goods, illustrating both points 
by British trade in railway material. His discussion of the causes of 
foreign investment contains some thoughtful speculation as to the ef- 
fects of government action on capital exports, and through them 
on national prosperity. The export of capital, he concludes, probably 



